HB 26 -- Tax Credits

Sponsor:  Cunni ngham ( 86)

This bill changes various provisions related to tax credits.
TAX CREDI TS FOR EDUCATI ON- RELATED CHARI TABLE DONATI ONS

The bill authorizes an inconme tax, corporation franchise tax, or
express conpany tax credit of up to 50% of any contribution of
$200 or nore to a certified nonprofit educational assistance
organi zation. The cunul ative anmount of tax credits statew de are
capped at $5 nillion per year.

The Departnent of Econom c Devel opnent will adm nister the tax
credit program The departnent will select designated nonprofit
oversi ght organizations to assist in the admnistration of the
tax credit programand in the selection of certified nonprofit
educati onal assistance organi zations that neet the criteria
provided in the bill

The eligible pupil count in the conmputation of state aid to
school districts is required to be adjusted so that no school
district receives aid for any student that transfers as the
result of using the proceeds of an educational schol arship.

The bill also elimnates several econonm c prograns and nmakes
changes to several others. Specifically, the bill

(1) Creates a new tax credit programcalled the Sustainable
Nei ghbor hoods and Communities Tax Credit Act, which will expire
on January 1, 2006;

(2) Creates a new tax credit programcalled the Conpetitive
Communities Tax Credit Act;

(3) Elimnates tax credits for honel ess assistance projects for
| ow-i ncome M ssourians, effective January 1, 2006;

(4) Adds an expiration date to the Nei ghborhood Assistance, the
Yout h Opportunities and Viol ence Prevention, and the Devel opnent
Tax Credit prograns. No projects can be approved for these tax

credits after August 28, 2003, and no tax credits can be issued

for these prograns after January 1, 2006;

(5 Elimnates tax credits for investing in a distressed
comunity or relocating a business to a distressed conmunity,
effective January 1, 2004;

(6) Elimnates tax credits for investing in the transportation



devel opnent of a distressed community, effective January 1, 2004,
(7) Elimnates tax credits for film production conpanies;

(8) Elimnates the Mssouri Individual Training Account Program
and

(9) Elimnates the Mature Worker Child Care Program

TAX CREDI TS FOR NEI GHBORHOOD ASSI STANCE, AFFORDABLE HOUSI NG
ASSI STANCE, AND CONTRI BUTI ONS TO CERTAI N NEI GHBORHOOD
ORGANI ZATI ONS

Ef fective January 1, 2006, the bill
(1) Elimnates the nei ghborhood assistance tax credits;

(2) Authorizes the M ssouri Housing Devel opment Conm ssi on
i nstead of the Departnent of Revenue to grant affordabl e housing
tax credits;

(3) Allows affordable housing tax credits and tax credits for
busi nesses that nake a contribution to certain nei ghborhood
organi zations to be transferred or sold; and

(4) Changes the nanme of the Nei ghborhood Assistance Act to the
Af f ordabl e Housi ng Act.

BUSI NESS- USE | NCENTI VES FOR LARGE- SCALE DEVELOPMENT
The bill:

(1) Renoves the $75 million limt on the total anount of
out standi ng revenue bonds the M ssouri Devel opnent Fi nance Board
can sell;

(2) Limts the anount of authorized tax credits for |arge-scale
devel oprment to $11 million annually;

(3) Reduces the mni mum anmount of noney an eligible industry
must invest in nost econom c devel oprment projects from $15
mllion to $7 mllion. For office industry projects, the m ninmm
i nvestment remains at $10 mllion;

(4) Reduces the m ni mum nunber of new jobs an eligible industry
must create with nost econom c devel opnment projects from 100 to
50. For office industry projects, the m ni num nunber of jobs
remai ns at 500. For office industry projects in distressed
comunities, the m ni num nunber of new jobs remains at 200; and



(5) Renoves health and professional services fromthe excl usion
clause in the definition of “eligible industry.”

ENTERPRI SE ZONES
The bill:

(1) Allows only approved taxpayers to receive the tax credits,
tax exenptions, and other economc incentives related to
enterprise zones, rather than allow ng any taxpayer to receive
them as allowed by current |aw,

(2) Limts the amount of tax credits authorized for taxpayers
who begin operations in an enterprise zone on or after August 28,
2003, to $50 mllion annually;

(3) Requires a taxpayer who begins operations in an enterprise
zone between January 1, 1999, and August 28, 2003, to have an
approved letter of intent to be eligible for the economc
incentives related to enterprise zones;

(4) Requires taxpayers to file the initial application for tax
credits in the tax period imediately following the tax period in
whi ch commerci al operations begin at the new business; and

(5) Expands the list of revenue producing enterprises to include
| ocal exchange tel ecommuni cations services, certain photo
finishing activities, targeted industries, unspecified industries
deened beneficial to the econony that are considering a new or
expanded business facility in an enterprise zone, and enterprises
identified by a Standard Industry Cassification (SIC nunber
that is the same as a correspondi ng nunber in subsequent federal

i ndustry classification systens.

SUSTAI NABLE NEI GHBORHOODS AND COVMUNI TI ES TAX CREDI T ACT
The bill:

(1) Creates a new tax credit programcalled the Sustainable
Nei ghbor hoods and Communities Tax Credit Act, which will expire
on January 1, 2006;

(2) Limts the anount of these tax credits authorized annually
to $15 million; and

(3) Allows a tax credit for several different types of projects
that can be undertaken by a comrunity-based organi zation or

busi ness. Projects nust be approved by the Director of the
Departnent of Econom c Devel opnent. The anpbunt of the tax credit
will be 50% of expenses associated with eligible projects. A tax



credit equal to 70% of expenses associated with eligible projects
can be awarded if the town in which the project occurs has fewer
than 15,000 residents and is located in a rural county. |If a
town with fewer than 15,000 residents is located in a county that
is part of a metropolitan statistical area, but the county has
only one town with nore than 15,000 residents and a substanti al
nunber of residents in the county derive their inconme from
agriculture, then a 70%tax credit may al so be awarded. The
exact amount of the tax credit will be determ ned by the
director.

COVPETI TI VE COVMUNI TI ES TAX CREDI T ACT
The bill:

(1) Creates a new tax credit programcalled the Conpetitive
Communities Tax Credit Act;

(2) Limts the anobunt of these tax credits authorized to $5
mllion annually;

(3) Requires the Department of Econom c Devel opnent to adopt a
mul ti-year plan determning programpriorities in which projects
will be eligible to receive these tax credits. The bill explains
the criteria which should be used when maki ng determ nati ons of
eligibility;

(4) Allows businesses seeking the departnent’s approval for a
project to submt an application;

(5 Requires the director to approve or disapprove a project and
establish the amount of the tax credit to be granted; and

(6) Allows these tax credits to be transferred or sold.

H STORI C STRUCTURES REHABI LI TATI ON TAX CREDI T

The bill:

(1) Requires the individual or entity wishing to receive the tax
credit to file a pre-application with the Departnent of Economc

Devel opnent for prelimnary approval;

(2) Requires a project to be in service no later than three
years after the date of prelimnary approval; and

(3) Requires that an application for the issuance of tax credits
be received by the departnent no |later than the end of the tax
year following the tax year in which the project went into
service. Applications received after this date will not be



allowed a tax credit.
M SSOURI TECHNOLOGY CORPORATI ON
The bill:

(1) Requires that certain docunents submtted to the M ssour
Technol ogy Corporation be deenmed cl osed records;

(2) Expands the corporation’s board from 15 nenbers to 16 and
requires that the Conm ssioner of H gher Education be a nenber;
and

(3) Mre fully explains the powers of the corporation.
TAX CREDI TS FOR QUALI FI ED RESEARCH EXPENSES
Ef fective January 1, 2004, the bill

(1) Alows the Director of the Departnent of Econon c

Devel opnment to authorize a tax credit up to 6.5% of the qualified
research expenses that are greater than the average anount of
qualified research expenses for the previous three tax years; and

(2) Prohibits the transfer or sale of these tax credits.
| NDUSTRI AL DEVELOPMENT PRQIECTS

Current law requires municipalities to file an annual report with
t he Departnent of Revenue regardi ng revenue bonds and gener al
obligation bonds issued in the previous year. |In addition to the
information the annual report nust currently contain, the bil
requires municipalities to include the anobunt of any state sal es
taxes that were not paid on the project because the buyer was
tax-exenpt. This wll becone effective on January 1, 2004.

TAX CREDI TS FOR NEW OR EXPANDED BUSI NESS FACI LI TI ES

The bill states that facilities which begin operating on or after
August 28, 2003, will not receive tax credits for new or
expandi ng business facilities.

TAX CREDI TS FOR CHARCOAL PRODUCERS

The bill requires charcoal producers who elect to assign their
tax credits to a third party to file all appropriate forns with

t he Departnent of Natural Resources rather than the Departnent of
Econom ¢ Devel opnent, as currently required.

TAX CREDI TS FOR M SSOURI LOW | NCOVE HOUSI NG



The bill allows taxpayers to receive a Mssouri |owincone
housing tax credit only if they have received a federal tax
credit, rather than requiring that taxpayers receive the tax
credit regardl ess of whether or not they have received the
federal tax credit as is currently allowed. These tax credits
can be transferred or sold. This will becone effective on
January 1, 2004.

OTHER PROVI SI ONS

Current law requires that for any contract or agreenent between

t he Departnent of Econom c Devel opnent and anot her party that
provi des grants, |oans, or other assistance to which a nonetary
val ue can be assigned, the departnent nust specify that the
recipient will use the grant, | oan, or other assistance solely as
required by the programthrough which the assistance was provided
and that m sappropriated funds be repaid in full to the
departnment. The bill applies the sane conditions to tax credits.

In addition, the bill requires the departnment for each grant,
| oan, tax credit, or other financial incentive to:

(1) Describe the economc incentive, including its anount and
type;

(2) State why the econom c incentive is needed;
(3) State the public purpose for the incentive;

(4) State the goals for the incentive and the tine periods by
whi ch these goal s nust be net;

(5) Describe the financial obligations of the party if the
requi renents of the contract or agreenent are not net;

(6) State the nanme and address of the parent corporation of the
recipient, if any; and

(7) State all other financial assistance known by the departnent
that was received by the recipient for the sanme project. All
contracts and agreenents are governed by the applicable

provi sions of contract |aw.

The bill also requires the departnment to submt an annual report
to the Governor, Speaker of the House of Representatives, and the
President Pro Tem of the Senate regarding all econom c incentives
adm nistered in the previous cal endar year. The bill specifies
the requirenents of the report.

These other provisions will becone effective on January 1, 2004.



